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TRUSTS ACCORDING TO OFFICIAL INVESTI- 
GATIONS. 

On January 25, 1888, the House of Representatives of 
the Fiftieth Congress passed a resolution directing its Com- 
mittee on Manufactures to inquire touching the names, 
number, and extent of the combinations known as associa- 
tions, trusts, pools, and by other like titles, alleged to 
exist in this country for the purpose of controlling or cur- 
tailing the production or supply of various products. The 
committee was to search into their methods of combina- 
tion and of doing business, their effect upon the prices of 
the necessaries of life or other commodities of the country, 
upon its commerce, whether internal or foreign, and upon 
its revenue from import duties, also into all related mat- 
ters which might call for or suggest legislation by Con- 
gress, and to report with recommendations, if any it should 
have to offer. Authority was given the committee to sit 
during sessions of the House, to compel the presence of 
persons and papers, and to swear and examine witnesses. 
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The investigation began on March 8, and was continued 
at frequent intervals through the summer. Since the 
Congress convened in its second session, the committee has 
not yet met. Its work, so far as it went, consisted in 
examining the Sugar, Standard Oil, Whiskey, and Cotton 
Bagging combinations. The report upon these is printed, 
and the principal matters disclosed by it will be set forth 
in this article. 

On February 16, 1888, the Senate of the State of New 
York, by resolution, ordered its Committee on General 
Laws to investigate " into all matters relating to the for- 
mation of certain combinations and agreements commonly 
known as 'trusts,' and the effect of the same upon the 
public interests, and the persons, corporations, and indi- 
viduals composing them." This committee sat at the 
County Court House in New York. City every week-day 
but one from the 20th to the 29th of February. The 
time which the Senate allowed for the inquiry ended 
March 1. Although it was much too brief for the pur- 
pose, many facts of great interest were elicited. The 
report of this committee, too, has been printed, and will 
be our authority upon the matters which it, but not the 
Congressional committee, considered. 

On February 29, 1888, the Canadian House of Com- 
mons raised a special committee " to examine into and 
report upon the nature, extent, and effect of certain com- 
binations said to exist with reference to the purchase and 
sale, or manufacture and sale, in Canada of any foreign 
or Canadian products. This committee began its inquiries 
on March 6, and continued them till May 8. Twenty-six 
sessions were held, and sixty-three witnesses examined. 
The enterprises here called to account were mostly small, 
but compact, efficient, and confident. Some of them dis- 
played peculiar features of organization and administra- 
tion. The report to the House of Commons, an octavo of 
seven hundred and fifty pages, conveniently arranged and 
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indexed, and every way better presented than either of 
the above, is before us. We shall find it to be of no small 
value. The closeness to one another in time of these 
three acts ordaining trust commissions is significant. 

A number of litigations involving the nature and doings 
of trusts, monopolies, and the like, have recently come to 
judgment in the courts ; and the findings upon them are 
now of record. Our account will be based mainly on 
these four sources, drawing from others only in reference 
to points upon which, in order to a connected view, some- 
what fuller information is required. 

The most diverse species of joint undertakings are pop- 
ularly stigmatized as " trusts," chief among which are the 
following: I. Amorphous enterprises involving plurality 
of interest, like the New York City Milk Exchange and 
the Empire Storage Company of Brooklyn. II. Cases 
where one corporation or firm, in virtue of its peculiar 
power or success, is tacitly accepted by others as the stand- 
ard for price-lists and methods. III. Pooling arrange- 
ments of all sorts, such as have for many years been 
familiar to the public. Sometimes profits are not only 
distributed, but earned pool-wise, several establishments 
being administered by a joint committee of delegates from 
the several boards of directors. The Independent Cotton- 
seed Association, lately declared by the Tennessee Su- 
preme Court to be illegal as an attempted partnership 
of corporations,* was an affair of this sort. IV. Agree- 
ments as to prices or production lived up to with more or 
less fidelity. They may be very loose and general, or 
more solemn, based on written covenants and sanctioned 
by penalties. V. Contracts, with or without such sanc- 
tions, to grant special favors or rates in return for exclu- 
sive patronage. VI. Corners, provided they are the result 
of conspiracy and maintained for a considerable time. 
This specification covers instances in which a single cor- 

*See Mallopy et al. v. Hananer Oil Works, 8 South-western Reporter, 396 
seqq. 



120 QUARTERLY JOURNAL OF ECONOMICS 

poration or firm contracts at a fixed price for the product 
of all the rest in the business, thus so controlling the 
market as to sell at an advance. Profits may also be dis- 
tributed as a particular means of maintaining the combi- 
nation intact. VII. Trusts, possibly so called, in which 
a firm or a small corporation, one or more, sells out to a 
larger, retaining a mortgage or a lease on its old property, 
and perhaps receiving in further payment shares of the 
purchaser's stock. Analogous to this are those instances 
in which the smaller corporation merely makes over to the 
larger a controlling portion of its stock. VIII. Trusts, 
properly so called, of which the Standard Oil and Sugar 
Trusts are models. In a trust of this firmest order, stock- 
holders in several corporations surrender their stock to 
trustees, receiving in return trust-certificates issued by 
those trustees, the latter then becoming, in lieu of the 
stockholders that were, the ultimate managers of the 
constituent corporations. 

Organizations essentially the same as some of the above 
have existed for centuries, being, in fact, among the oldest 
institutions of which history speaks. Not to go back 
further, the mediaeval guilds may be mentioned as such. 
In several English towns, the gilda mereatoria was exactly 
what would to-day be spoken of as a trust. Nor were 
guilds the only monopolistic creations known to other 
centuries. Karl Braun, in volume xcvii. of the Vtertel- 
jahrschrift filr Vblkswirthsehqft, tells of a gigantic pepper 
trust which Elector Augustus of Saxony entered into 
about 1560 with the then king of Portugal and a certain 
wealthy Augsburg merchant by the name of Roth. They 
proposed to secure and permanently maintain a European 
monopoly of pepper by buying all that arrived at Lisbon 
and taking it to Leipzig as a centre of distribution. The 
scheme broke down, it being found that more pepper grew 
in the world than they had supposed, and that a great 
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deal made its way into Europe through other ports than 
Lisbon.* 

Even in American communities, gwsi-trusts are by no 
means a new thing. Our trades-unions are nothing else 
but trusts over the commodity of labor. The Oil Well- 
drillers' Union of Western Pennsylvania, a trade-union, 
as comprising workingmen mostly, has in it entrepreneurs 
as well, and so approaches the veritable trust. Silent 
agreements as to prices have always prevailed among con- 
tiguous dealers in a given sort of goods. With whole- 
salers, the custom is old and not rare of fixing the mini- 
mum prices at which retailers shall vend their wares. 
The physicians of nearly every locality have a prescribed 
fee-list. So do lawyers. The writer has seen in a New 
England court-house a detailed schedule of prices for at- 
torneys' services, which must have been printed not less 
than fifty years ago. 

But it is quite true that the associational system of 
business is in its present magnitude a thing of recent 
origin. It took its life from the marked and immediate 
success of the Standard Oil Trust, created in 1882. The 
career of this Titan agency has stimulated on all hands 
the most earnest efforts to imitate or rival it. There is 
scarcely a single industry in the country which has not, 
either bodily or in some of its phases or departments, 
passed under this or that form of associate management. 
Reports of fresh schemes for business amalgamation liter- 
ally crowd the press. Joining hands, massing energies, — 

* They heaped up in the Saxony city enough to make themselves poor, but 
not enough to corner the European market. The king died before the bubble 
broke, perhaps in fear of such a disaster. The merchant committed suicide. 
The elector sold out his pyramid of pepper-bales, regardless of cost, with the 
determination to traffic in that commodity no more. In the same volume, 
Braun also gives an interesting account of an attempt made in the years 1824 to 
1829 by the great house of Cropper, Benson & Co. in London to monopolize the 
cotton trade of England, under the impression, which somehow had great prev- 
alence just then, that the negro race in America was dying out, and that 
without its agency cotton could not be raised. This project, too, failed most 
disastrously. 
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that is emphatically the order of the day in economic 
affairs. 

True, not a few plans in this direction have come to 
nothing. Early in 1887, the manufacturers of rubber 
goods made an effort to combine on a gigantic scale, but 
without effect. They renewed it in January, 1888, with 
the purpose of launching a trust precisely after the Stand- 
ard Oil pattern, stock to be surrendered in exchange for 
trust-certificates ; but this time, also, the different parties 
failed to agree, and the scheme was abandoned. The 
Kentucky Whiskey-distillers' Agreement for 1887-1888, 
to limit production, has not, we believe, been continued, 
earnest as were the efforts for that result. Other like 
endeavors have achieved a measure of cohesion, but not 
the slightest ability to harm. The so-called Nail Trust is 
one of these. Far from oppressing, it has hardly succeeded 
in keeping prices at a paying level. A hot feud is said to 
be rending the Glucose Trust. The Lead " combine " is 
little but a name. A smelter in New Mexico and a re- 
finer and a manufacturer in St. Louis pooled their inter- 
ests, but, handling barely 3 per cent, of the metal's annual 
output, found themselves powerless to dictate its move- 
ment. Besides all such cases, one could name other com- 
binations, vicious in purpose and effect, which, neverthe- 
less, we need not dread, because, though perhaps not 
punishable, they are clearly illegal, and based on contracts 
which the courts have uniformly refused to enforce. Dis- 
cord must blast them in a little time. 

It is every wise extremely confusing to class all the 
above-named enterprises as trusts. They have in common 
only the single feature of excluding more or less perfectly 
old-fashioned individualism of management. Let us sepa- 
rate them. 

First, a specimen or two of the amorphous variety. 
The New York committee men denounced as one of the 
worst monopolies which they examined the Milk Ex- 
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change (limited) of New York City. Its business is to 
gather milk from dairymen in all the country around New 
York, and pass it to city dealers, collecting from the latter 
and making payment to the former. It was found that, 
while it gave only from two to three and a half cents per 
quart to the producers, the price to families in the city 
was sometimes as high as ten and rarely under seven. 
Though handling perhaps not over an eighth of the milk 
consumed in New York daily, the Exchange people, in the 
language of one of their number, " fixed the prices so 
carefully " that other dealers, for the most part, adopted 
these, the Exchange's terms being in a way law for the 
entire city. Evidence was offered to the effect that the 
low rates to farmers for their milk had induced the use of 
poor feed, thus impoverishing the liquid with no diminution 
of price to the consumers. In 1882 or 1883, the Orange 
County dairymen made a long and spirited attempt to get 
into direct communication with the consumers, circumvent- 
ing the Exchange ; but they found it too powerful, and 
after about a year desisted from their attack. 

The Empire Storage Company, limited, of Brooklyn 
was discovered to control nearly the whole of that city's 
general warehouse facilities, along with about 45 per cent, 
of its elevators. The gains of this monopoly came from 
leasing and subleasing storage-room. Witnesses admitted 
that prices to storers had risen since the company was 
incorporated, — for some articles not less than 50 per 
cent. One said, hereafter " there won't be much compe- 
tition, it is not likely. It is hoped not. We want to 
destroy it all we can. Competition is a bad thing." 

Classes II. and III. in our list hardly need exemplifica- 
tion. In illustration of Class IV., the New York investi- 
gators called to account the Standard Envelope Company 
of Springfield, Massachusetts, a corporation with a capital 
of $5,100, comprising * a number of Massachusetts, Con- 

* Though not acquiring their property, herein differing from the J. M. 
Atherton (Whiskey-distilling) Company of Kentucky, sometimes alluded to as 
the (or a) Whiskey Trust. This we refer to Class VII. 
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necticut, and New York envelope firms. The organiza- 
tion was started, it was avowed, to harmonize interests, 
and in particular to fix the prices on what are known as 
commercial envelopes, the firms of the Standard Company 
turning out from one hundred and twenty to one hundred 
and forty millions of these monthly, — nearly one-half of 
the country's total product. On each thousand of these 
envelopes sold by any of the concerns, that concern was, 
at the time of investigation, obliged to pay twenty cents 
into a common fund, intended partly for contingencies, 
partly for profits. This tax would, in a normal month, 
amount to from 124,000 to $28,000. Profits were dis- 
tributed according to stock held, not according to pro- 
duction. 

" Combines " falling under V. in our classification are 
very numerous, — ■ much more so, we believe, than is com- 
monly supposed, — and constitute a well-defined type. A 
California corporation stipulated with certain dealers to 
supply them with lumber during the year at so much a 
thousand, the purchasers to sell meanwhile in Monterey, 
San Benito, Santa Cruz, and Santa Clara Counties no 
lumber bought from other parties. The buyers being 
false to their agreement, the corporation sued for dam- 
ages. The court below and the court above both decided 
the contract void, as being a scheme to raise prices by 
rigging the markets, and thus contrary to public policy. 
The New York Court of Appeals recently had to declare 
a contract void because it involved limitation to the out- 
put from a certain colliery at Pittston, Pennsylvania, in 
order to manipulate the coal supply in Elmira, New York. 
For a consideration of half a cent per pound special rebate 
in addition to the regular jobbing discount, many retail 
grocers are at present making promises to sell only the 
wares of given wholesalers, except when customers im- 
peratively order specific articles to be had only of other 
dealers, 
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The Wholesale Grocers' Guild of Ontario and Quebec 
has reduced this sort of finance to a system. Beginning 
as an association to arrange uniform terms of credit and 
discount, it has become a veritable tyrant. It imposes 
and collects money penalties, and excludes from its mem- 
bership with much evident sense of eminent domain. It 
coerces the Dominion sugar refiners to sell it sugar at 
thirty cents a hundred less than to outsiders. It even 
essayed once to forbid these purchasing at all. The Guild 
has agreements with manufacturers of tobacco, starch, and 
many other staple goods, enabling it rigidly to fix retail 
prices. Any wholesaler standing aloof from this ring is 
pretty certain to be crushed. 

The Coal Section of the Toronto Board of Trade is an- 
other " combine " of the same order, which seems to be 
the favorite one in Canada. It is a monopoly, with fifty- 
six participants. Most are retailers, though the half- 
dozen coal importers in the number hold the reins and 
reap the profits. The most arbitrary rules are enacted, 
detectives employed for surveillance over members and 
salesmen, oaths required of both, sometimes retroactive as 
well as prospective, heavy fines or expulsion being the 
penalties for breach. A fine of $ 1,000 had been imposed 
in three several instances. One of the victims was an 
American firm, — for the organization reaches hither. The 
Butler Colliery Company of Buffalo sold a schooner-load 
of coal to Messrs. Gooderham & Worts, of Toronto, with- 
out the trust's consent. What followed let us recite from 
the trust's own minutes : — 

Resolved, That the matter of the shipments by the Butler Company 
be left in the hands of the Toronto committee in Buffalo to be dealt 
with as the importance of the case demands. Resolved, That, as the 
Butler Company have indicated their willingness to make reparation 
for the damage done this market through the shipment of coal to 
Gooderham & Worts contrary to the rules of this association, this 
committee are of the opinion that several thousand dollars would not 
be sufficient to undo the mischief, as the coal has been distributed 
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among a large circle of friends, who freely informed their friends 
that they had succeeded in beating the coal ring, and have got their 
coal at a large reduction from ring prices. However, in view of the 
prompt offer of the Company, the Coal Branch of the Toronto Board 
of Trade are to be as reasonable as possible in their demands, and 
will accept f 1,000 as full satisfaction in this instance. 

The Dominion commissioners further say : — 

When tenders are asked for supplying coal in Toronto for govern- 
ment buildings, Ontario government institutions, Toronto water- 
works, public schools, charitable institutions, the general hospital, etc., 
a meeting of the Coal Branch is called, and the price is fixed which 
the party inviting tenders is to pay ; and the privilege of filling the 
contract is awarded to the member who offers the highest premium, 
or bonus. For instance, in 1886, for the privilege of filling the On- 
tario Government contract of about 2,500 tons, a premium of f 1,500 
was paid. The same contract, including some wood, was sold in 
1887 for $1,399. The premiums thus paid are divided among the 
importing members in the same way as the fines. But, in order to 
lull public suspicion of a combination, and that the parties to be sup- 
plied were not obtaining the coal at its fair market value, other mem- 
bers of the Branch put in tenders at higher prices. 

The Coffin-makers' and Undertakers' Trust, that in 
Cordage and Binding Twine, the Iron-founders' Associa- 
tion, the Oatmeal Millers' Association, the Biscuit Asso- 
ciation, the Confectionery Association, the Fire Insurance 
Ring, and the Egg Combination, all brought to book by 
this Canadian inquest, were found to be constituted much 
like the concerns just described. 

The famous Copper Syndicate is a combination of the 
Vlth, or protracted corner, class. The core of this, as is 
well known, is the Socie'te' Industrielle et Commerciale 
des Me"taux de Paris, which hopes, through the bargains 
it has made with all the principal producers everywhere, 
to command the copper product of the world. In a speci- 
men contract existing between it as buyer and a great 
American company as seller, it is covenanted as follows : 

Seller sells to buyer his entire output from May 1, 1888, 
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to December 81, 1890, at thirteen cents a pound, and, in 
addition, a sum equal to one-half the net profits over this 
price realized on the copper when resold by the Soci^te". 
The seller, when required, must act as buyer's agent in 
America for seller's own output. Cash is to be paid for 
the copper on delivery in New York. For failure to de- 
liver occasioned by strikes, accidents, or lessened produc- 
tivity at the mines, lack of transportation, or other cause 
beyond his control, seller is not to be held responsible. 
To insure payment, the buyer has to keep in New York, 
subject to the seller's draft, satisfactory credits consider- 
ably in advance of deliveries. To the extent of the sell- 
ing price, thirteen cents a pound, but no further, the 
seller guarantees all sales made by him in America. Dif- 
ferences arising between the contracting parties are to be 
settled by arbitration. 

It is understood that since the date of the above con- 
tract the Syndicate has been reorganized, with larger cap- 
ital, and more surely within the French law against mo- 
nopolies. It is further believed that it has drawn into its 
circle a number of new mining companies in sundry parts 
of the world, and induced those, including the American, 
which were its customers before, to renew their contracts, 
for periods ranging from eleven to fifteen years. 

The Cotton Bagging monopoly is in principle just like 
the Copper Syndicate, though a trifle more complex, — a 
wheel within a wheel. The original parties to it, buyers 
and sellers, the more completely to dominate the trade, 
became partners in a new set of contracts, with numerous 
other establishments not in the original arrangement, to 
purchase of the latter their entire production. The plan 
triumphed ideally, resulting in what is probably the most 
close and cohesive association of the kind yet seen, aside 
from the genuine trusts. 

For combinations of our Vllth class, " trusts possibly 
so called," we need only advert to the innumerable cases 
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where great railways have secured decisive interests in 
smaller ones, consolidating these with themselves into 
general systems. Less complete is the fusion secured by 
the J. M. Atherton Company of Kentucky. Having, to 
obtain control of their business, bought the plants of five 
distilling corporations, it leases these plants back, each to 
its former owner, who carries on the industry to all ap- 
pearance just as before. 

We come lastly to trusts proper, of which the most con- 
spicuous examples now before the country are the Sugar 
Refineries Company, the American Cotton Oil Trust, the 
Distillers and Cattle-feeders Trust, and the Standard Oil 
Trust, to create each of which stock of old corporations 
was lodged in the hands of trustees, who in place of it 
distributed their own certificates. 

The Sugar Refineries Company, known as the Sugar 
Trust, originated in a deed of agreement dated August 6, 
1887, though the organization was not in complete work- 
ing order till November 1. The agreement was made by 
and between eight sugar-refining establishments, nearly 
all located in New York and Brooklyn, and representing 
85 per cent, of the refining capacity this side of the Rocky 
Mountains. Its objects, as alleged, are : — 

First, to promote economy of administration and to reduce the 
costs of refining, thus enabling the price of sugar to be kept as low 
as consistent with reasonable profit ; second, to give each refinery the 
benefit of all appliances and processes known or used by the others, 
and useful to improve the quality and diminish the cost of refined 
sugar ; third, to furnish protection against unlawful combinations of 
labor ; fourth, to protect against inducements to lower the standard 
of refined sugars ; . . . and, fifth, generally, to promote the interests 
of the parties in all lawful and suitable ways. 

Annual meetings are to be held in New York City every 
June. Certificate-holders may vote by proxy if they wish. 
No one of the eleven trustees, who possess all the stock, 
can, while in office, buy or sell sugar or be interested 
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directly or indirectly in its purchase or sale. The trus- 
tees may transfer, from time to time, to such persons as 
they desire to constitute officers of corporations, the num- 
ber of shares of stock necessary for this purpose. The 
trust-certificates are in f 100 pieces and the issue is limited 
to $50,000,000, of which only about $42,500,000 were out- 
standing at the time of the Congressional inquiry. The 
entire property of all the sugar refineries had presumably 
been represented by stock; but each, negotiating sepa- 
rately, exchanged its total stock for certificates on such 
terms as it could make. That is, not every hundred dol- 
lars in stock commanded such and such an amount in cer- 
tificates, whatever the refinery to which it had belonged. 
Some companies might get more, others less. Among the 
stockholders of any given concern, however, exact pro- 
rating was observed, so much in certificates in return for 
so much stock. 

The American Cotton Oil Trust had not, to the time 
when the record was printed, been before the Congres- 
sional committee ; but the New York committee produced 
evidence revealing its character sufficiently for our pur- 
poses. This trust dates from 1884. It was organized 
precisely like the Sugar Trust. The constituents were 
corporations, seventy-two or seventy-three in number, 
with mills and refineries in various States, mostly at the 
South, though the Trust's general office is in New York 
City. Stockholders passed in their stock and received 
trust-certificates therefor. Of these, 417,000 were issued, 
par value $100. The industry to which this trust is de- 
voted is a novel one, manufacturing and refining the oil 
of cotton-seed. At present its dimensions are truly vast. 
During 1887 the establishments in the trust crushed about 
530,000 tons of seed. All parties together crushed over 
700,000. The value of the trust-corporations' product 
from May, 1886, to May, 1887, was placed at $24,000,000. 
About 27i per cent, of the oil the past year was exported. 
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The Distillers and Cattle-feeders Trust,* commonly 
mentioned as the Whiskey Trust, was formed May 10, 
1887. It is constituted in all respects like the two pre- 
ceding. Eighty-one distilling companies are in it, three 
belonging to Kentucky, the rest to New York, Ohio, In- 
diana, Illinois, Wisconsin, Missouri, and Nebraska. Peo- 
ria is its official and also its business centre, two-thirds of 
the distilleries being located there. The concerns in this 
trust manufacture 85 per cent, of all the alcohol and spir- 
its produced in the country, and about 53 per cent, of all 
the liquors of every kind ; i.e., 40,000,000 gallons a year 
out of 75,000,000. Only about 15 per cent, of their out- 
put is whiskey. The certificate-capital is -$30,000,000, in 
shares of $ 100. 

But the Standard Oil Trust is the most renowned as 
well as the most solid and successful of the quartette. It 
was organized by an agreement dated January 2, 1882, 
though its head men began to see eye to eye ten years 
earlier. Its chief office is in New York City, where the 
nine trustees hold regular meetings once a quarter. The 
corporations, partnerships, and individuals who compose 
it — it does not, like the others, consist of corporations 
alone — represent many different States. Ninety million 
dollars of face value in its capital-certificates are outstand- 
ing, in about 700 hands; the trustees, however, holding 
and owning a majority in value. The certificate-capital 
may be increased at any time. The trustees' yearly sal- 
ary is $25,000 apiece ; the president's, $30,000. The busi- 
ness over which this trust presides is primarily oil re- 
fining; but its pipe-line transportation has become an 
enormous ancillary industry. The allied establishments 
employ 25,000 men and refine not far from 75 per cent, 
of all the petroleum refined in the country. 

* This is the real Whiskey Trust. The title has, however, been applied 
also to (a) the J. M. Atherton Company, mentioned above, (6) the Kentucky 
Whiskey-distillers' Agreement of June 9, 1887, (c) the alleged moonshiners' 
"combine " of North Carolina, and (d) the National Protective Association, for 
agitating against prohibitoi y legislation. 
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The trust as embodied in each of these four Herculean 
forms is a device to unify and vitalize corporations for con- 
current action, by partly or wholly separating in each the 
voting power from the beneficial ownership, concentrating 
the former for all of the constituent bodies in one and the 
same bevy of men; namely, the trustees. The strictly 
legal title to the stock passes to the trustees, acting as if 
joint tenants, carrying with it, of course, the right to vote. 

The looser methods of concert between bodies cor- 
porate, taking one another's stock, leasing one another's 
plants, making contracts between their boards of direc- 
tion, had involved many sources of weakness. It was not 
difficult, in States where no law forbade, for one corpora- 
tion to get in hand a value-majority of another's stock, 
— the one-half plus one share necessary to elect directors 
and secure the decisive voice. But directors' authority 
is limited. They cannot alienate the corporate power, 
or make contracts which shall bind the corporation to 
exercise this in disaccord with the stockholders' property- 
rights. Here is the reason why so many a pooling or 
other engagement between corporations has proved a 
rope of sand. 

Now the trust proceeds upon the theory that a corpora- 
tion is a wholly different entity from the corporators who 
form it. What these do with their stock touches the cor- 
poration no more than where they attend church. If they 
please to lodge it with trustees, no taint attaches to the 
corporate character. A trust may exist, therefore, and the 
voting power of all the constituent corporations entirely 
pass into its hands, without the slightest peculiar or 
doubtful corporate action by any one of these. Each of 
the associate legal persons is left perfectly free and inde- 
pendent. No charge of ultra vires is maintainable. If 
such is brought, the reply is ready that only the board 
of directors can voice the corporation's will, and that no 
one of these boards has had aught to do with the erection 
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of the trust. The grand council at the centre can thus 
vote the stock of all the corporations, and elect, as 
directors and managers of each, men who will carry out 
its behests, proceeding without a scrap of corporate agree- 
ment, with no legal covenant, with no compact at all of 
which there is record. 

The stockholders, meantime, of course cannot but be 
agreeable, since the trust-certificates given them for their 
stock are certain, through the extra efficiency of the 
centralized control, if for no other reason, to render the 
change richly lucrative to them. It is, to be sure, not 
indispensable that all the owners of stock in a corpora- 
tion should give it up for trust-certificates. It will suffice 
if a majority be lodged with the central board, although 
unanimity would doubtless lend strength to the union. 
For purposes other than voting, the trustees are in appear- 
ance mere trustees. They do not officially or visibly 
represent the corporations, — have, indeed, no necessary 
contact or communication with them. Yet their power 
to vote on election day, seating and ousting directors as 
they list, is enough to establish absolute sway in their 
hands. 

In both the investigations before us, witnesses testified 
that the corporations in the trusts each maintained its 
separate organization and carried on its own business. 
The Standard Oil Trust agreement explicitly insists that 
all property, real and personal, all assets and all business 
connected with the trust, must be vested in the several 
companies, trustees' duties being restricted to the receipt 
of dividends declared by the corporations, the distribution 
of them to trust-certificate holders pro rata, and the 
custody and the use at elections of the stock in their 
charge. Both Sugar Refineries trustees and Standard 
Oil trustees denied on oath that they as trustees ever did 
any other business than to receive and distribute divi- 
dends and hold and vote the stock of the various corpora- 
tions which had joined their trusts. 
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Counsel for the Sugar Trust, being reminded that its 
deed of agreement ran in the names of its several cor- 
porations, insisted that the surrender of stock and the 
receipt of certificates were none the less purely the acts 
of individuals, and not in any way whatever of the cor- 
porations as such ; and that the acts of the board were 
in like manner individual, "Sugar Refineries Company" 
being merely a convenient name. Witnesses alleged that 
each board of directors continued to control its own 
affairs so fully that it might close its works and still 
share dividends, and that trustees never assumed to 
dominate or restrict any corporation's business. H. O. 
Havemeyer, being sworn, declared the statement that 
the trustees had anything to do with the management 
of the sugar-refining business absolutely false ; and like- 
wise false the notion that they directed in any way, shape, 
or manner any one of the corporations whose stock was 
deposited with them. "There is," he said, "a specific 
provision in the deed that nothing of the kind should 
occur, and it has been rigidly observed." 

But we must certainly take all this in the light of ad- 
missions, also in evidence, that the trustees meet often in 
more or less formal sessions, that they fall in with each 
other frequently in their business, that each has knowl- 
edge of the others' views continually, and that the full 
voting power at every stockholders' meeting of all the 
various corporations is in the hands of this board. So, 
when it is said in the testimony that not the board, but 
only the corporations, declare dividends, we must re- 
member that the board hold and vote all the stock, and 
that all the managing authorities of the corporations 
are their creatures. Whatever the theory, whatever its 
status in law, the trust is, in actual fact, a solid, organic, 
efficiently centralized structure. All the purposes put 
forward to explain its mission presuppose this. Asser- 
tions of its loose and irresponsible nature will beguile 
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no one who reads the evidence. Further, while such 
speech may strengthen the trusts' case legally, it weakens 
it economically and ethically. One would give much to 
be assured that trusts as trusts cheapen cost. Certainly 
they might: we believe they do. "No," virtually says 
the testimony : " they as trusts have no relation whatever 
to production." Why, then, do they exist? Simply to 
rig prices? We will not yet judge them out of their 
own mouth. 

The Congressional committee ask special attention to 
the adroit form of combination just described. It was, 
they say, " obviously devised for the purpose of relieving 
trusts and trustees from the charge of any breach of the 
conspiracy laws of the various States, or of being a com- 
bination to regulate or control the price or production 
of any commodity." Hence, as they further observe, 
the persistent asseverations of the trusts' witnesses that 
it is the corporations themselves which own the tangible 
property and regulate the prices of commodities and the 
extent of production, just as before the trusts were born ; 
that these corporations remain with their organization 
intact and distinct, and not in combination with each 
other; that the stockholders, who owned only the stock, 
but by well-settled law had no legal title in the property 
of the corporations, — these entered into the agreements, 
sold their stock, and accepted trust-certificates in payment ; 
and that the trustees receive and hold only that stock, 
have no legal title to any of the property of the corpora- 
tions, and neither buy nor sell anything nor combine with 
any one to fix prices or regulate production. The com- 
mittee are of the opinion that all trade syndicates, with 
aims similar to those of the trusts scrutinized by them, 
have either adopted this skilful plan of organization or 
will soon do so, thus evading all trust legislation hitherto 
proposed in Congress, directed as it has been against 
schemes " to fix prices or regulate production." 
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The question whether or not trusts are legal is still 
sub judice. 

The principles thus far affirmed by the courts (and with singular 
harmony) are • 1. A stockholder cannot irrevocably divest himself 
of the power to vote on his stock, and his agreement to that end 
does not bind him. The law will not hold htm in damages for a 
breach of it, and equity will enforce his revocation of it. 2. A com- 
bination of stockholders to commit their powers of voting to a single 
hand is not illegal per se, but amounts to the giving of so many 
proxies. 3. Stockholders not in the combination cannot have relief 
against it unless its object be illegal. 4. If the object be illegal, as, 
e.g., to confer the power to dictate the vote upon another corporation 
which could not directly hold stock and cast the vote, the contract 
is illegal, and any stockholder may enjoin the execution of it.* 

The trust being so profitable is, as we have seen, about 
sure to take in and satisfy all the stockholders, so that it 
would have nothing to fear from them, even were the 
purpose of their stock-transfer pronounced illegal. The 
institution is vulnerable, if at all, only from the side of 
the State. Two avenues of attack upon it are open, and 
have already been utilized : the charges, namely, (1) that 
it usurps the functions of a corporation without being one, 
and (2) that it contravenes public policy as obstructing 
trade and enhancing prices. 

On the strength of (1), the Louisiana court has re- 
cently condemned the Cotton Oil Trust ; f but this view 

* 19 Abbott's New Cases, 448 segq. ; note on Stock Trusts for the Control of 
Corporations. We are indebted to this learned discussion for many legal 
points. On some, the writer's able colleague, Professor C. A. Collin, of the 
Cornell University School of Law, has also kindly thrown light. In the 
Political Science Quarterly for December, 1888, Professor T. W. Dwight main- 
tains not only the legality of trusts, but also the impossibility of touching 
them by legislation, State or national. He seems to us to assume the very 
point at issue ; namely, the correctness of the purpose for which trusts are here. 
Will it do to take this for granted, with no canvass of their actual doings, 
simply from the innocent tenor of the Sugar Refineries deed ? On the other 
side, see General Pryor's impressive argument in the case New York vs. North 
River Sugar Refining Company. 

f 1 Railway and Corporation Law Journal, 509 seq. 
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of the law, it is believed,* will not be sustained in any 
of the other States. The case People of the State of 
New York vs. Henry O. Havemeyer et al. (Sugar Refin- 
eries Company), now pending in the Supreme Court of 
the State, is, however, also based upon this allegation (1). 
That against the North River Sugar Refining Company, 
on the other hand, now arguing before the same court,f 
turns upon (2). The issue of these litigations will be 
learned with interest; but, should it be adverse, and 
followed in other commonwealths, trusts would not yet be 
laid. The day of old-time competition has set. Law or 
no law, capitalists will henceforth march mostly in pha- 
lanxes. 

Such in essential structure is the trust ; but there are 
many other interesting questions concerning it on which 
our data give information. Before passing to them, how- 
ever, it may be well to premise a remark. 

Scores of business understandings and associations exist 
whose utility cannot be questioned. The aggregation of 
capital and the centralization of management are often 
incalculable benefits. It has been a strong count in the 
socialists' criticism of the old economic order that under 
it production is carried on in so wasteful a way; and 
thoughtful socialists have well shown at how many points, 
and how extensively at some of them, society might save, 
were production placed under wise and general super- 
vision. Competition is by no means always a good. It 
is, indeed, never so for its own sake, but only as a means 
to keep lowest possible cost plus normal profit the law of 
price. But it may abnormally raise cost and prices both. 
Different manufacturers start their machinery in igno- 
rance of each other's aims, and crowd the markets with a 

* Mickey, in 22 American Law Review, 642. 

t4 Railway and Corporation Law Journal, 145, 241; 27 Central Law 
Journal, 205. 
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stock too heavy to be taken off. While the strife is on, 
prices are low ; and, for this felicity, people bless competi- 
tion. The failures which ensue, the stoppage of work, the 
decay of mills and machinery, and the rise of prices en- 
tailed by all this, often making the average cost of goods 
for the period far higher than was necessary, — these things 
few refer, as all should, to competition. The giant style of 
undertaking is, in part at least, a wholesome movement 
away from this evil. By it, the field of the industry in 
question can be mapped out, careful estimates made of the 
probable demand, and production adapted to this in both 
place and time, all with a thoroughness impossible so long 
as competition was unbridled. 

In familiar instances, consolidation is confessed by all to 
have worked well. Who would have the telegraph sys- 
tem of the country or its great railway lines broken again 
into the pieces they once were ? With mutually related 
activities which do not fuse, pooling, too, is under certain 
conditions indispensable. An instance is the extraction 
of crude oil. Some of the fields cover such geological 
formations that a deep well will drain all the others for 
a considerable distance. Competition among well-owners 
here would immensely enhance risks and cost. Arrange- 
ments for correlating establishments and regulating com- 
petition are not therefore per se to be condemned. The 
only questions that can justly arise in the premises are 
where and how beneficial co-operation can be introduced 
without involving fraud and baneful monopoly. These 
considerations ought to divest us of all prejudice, as, 
guided by our evidence, we proceed to some more specific 
queries. 

Have the great trusts secured extraordinary gains? 
Undoubtedly, they have done well. The face value of 
the Sugar Refineries' total certificates was fixed at a sum 
far greater than that of the total stock which they re- 
placed. The New York committee say four times as 
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great, and the way in which counsel fought shy of the 
point lends color to some such estimate. They, it is true, 
stood to it that t;he old stock capitalization had been too 
low, and that the properties, including good will, patents, 
and producing capacity, possessed value fully up to the 
aggregate of certificates. Light is thrown on this asser- 
tion by the fact that $595,000 of face value in certificates 
were assigned to the North Eiver Sugar Refinery, which 
had just before been purchased for $325,000 in cash. So 
wide a margin of the new paper over the old certainly 
seems to imply a wish on the part of the managers to pro- 
vide for an inordinate income without letting it be too 
visible. The certificates were apparently proportioned, 
not to the old getting power, but to the larger one which 
was in prospect. The certificates, at the time the testi- 
mony was offered, ranged in value, so the papers said, 
between $65 and $85 per share. Call it $75. This would 
mean that the property had appreciated about 30 per cent, 
simply by coming under the trust. But there is reason to 
suppose that the proportion of certificates to stock was 
much larger in the cases of the other corporations than in 
that of the North River Company. This, at least, the 
company's managers believed. Putting various data to- 
gether, we hazard the conjecture tliat the property which 
was placed in trust has been gladdening its owners with 
not less than 10 per cent, returns. It is not unreasonable 
to agree with gentlemen in the trust, that the rate might 
have been far higher but for " all this howl in the papers 
about trusts," as Mr. H. O. Havemeyer expressed it, and 
the consequent legislative investigations. 

The Cotton Oil Trust, too, uttered certificates much in 
excess of the aggregate stock on which it was based ; but 
how much neither coaxing nor threats could induce wit- 
nesses to state. One of them, being asked whether the 
stock amounted to a fifth of the certificates, answered, " I 
think a good deal more." Q. " Was it as much as one- 
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third ? " A. " I could not say. I know it was more than 
one-fifth." Q. " Between those figures, was it not ? " A. 
"It is a matter of a good deal of conjecture." Q. "Was 
it less than a third'" A. "I should think not less than 
a third." " Good will " evidently entered to a consider- 
able extent into this capitalization also. The cotton oil 
certificates (par value $100) have sold as high as $65, as 
low as $31. On December 10, 1888, they sold for $54.25, 
and were rising. A quarterly dividend, the only one re- 
ported, was declared in August, 1887. It was 1 per cent, 
on the face value of the certificate, or 4 per cent, yearly. 
This, however, left money in the corporation treasuries. 
The original investment must have brought in late years 
not less than 12 per cent. 

The Whiskey Trust's certificates — so Mr. J. B. Green- 
hut's testimony seems to mean — footed up two or two and 
a half times the amount which the plants would have 
sold at, yet paid regular dividends, after January 1, 1888, 
of one-half per cent, a month. This would obviously 
equal 12 or 15 per cent, on the original capital. 

The Standard Oil Trust, like its fellows, emitted a 
greater face value in certificates than had been outstand- 
ing in stock. It is to be regretted that Mr. Rockefeller 
did not defy his counsel, and frankly tell the Congres- 
sional committee just how many certificates each party to 
the trust received and the relation in value of the certifi- 
cates to the old stock. Was it his motive to keep corpo- 
rations from knowing each how the others fared in the 
distribution? They will learn in spite of him. This is 
no " purely private matter," and the determination so to 
treat it cannot but work the suspicion that the Trust's 
winnings have been greater than it would be safe to dis- 
close; but it was admitted that "the amount of certifi- 
cates issued was in excess of the appraised value of the 
tangible property of the various corporations, — intangible 
property, such as good will, patents, trade-marks, etc., 
being included in the valuation." 
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The yield of this copious paper proved very generous, 
averaging in the first six years of the Trust's life 7i per 
cent, annually, in addition to about 4 per cent, of annual 
surplus. Part of this surplus went into the twenty mill- 
ion dollars' worth of new certificates, which were issued 
early in 1887, to raise the original seventy millions to 
ninety. Besides, it was thought possible that, after the 
estimates for 1887 were all in, there would be a still fur- 
ther amount, — equal to li per cent, during the Trust's 
whole history, — making the rate earned by the certificate- 
capital embarked in the adventure from its beginning till 
the end of 1887 somewhere about 12£ or 13 per cent. 
The par of the certificates is f 100. At the time of the 
investigation, they were selling at $165. They have been 
20 per cent, higher than this, and never lower than $80 or 
$70. Suppose " water to have been mingled with the 
oil " to the extent of one-third of the initial certificate- 
capital, the old stock must have been bringing its posses- 
sors 18 or 20 per cent, yearly. 

Were the gains in these cases earned ? Of course, no 
just inference is to be drawn from their mere largeness. 
Even if the certificates embodied water, it does not neces- 
sarily follow that dividends were paid upon them at the 
expense of the public. It is conceivable that these were 
earned as truly as the wages of any laborer in the land. 
So tremendous are the advantages of massed capital and 
centralized control, that an establishment possessing them 
ought to produce at a cost so greatly below what isolated 
undertakings would incur as to sell more cheaply and get 
rich at the same time. Claus Spreckels put it well in his 
words to the Congressional committee, " I can conceive 
of a trust, if it is not too anxious to make money, being 
in fact a real benefit to the country in cheapening cost ; 
but, if they are at all selfish, as men mostly are, I can con- 
ceive of the trust being made very injurious and detri- 
mental to the interests of the country." "We have 
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found," so testified the president of the Standard Oil 
Trust, " that, with all the talent represented in the differ- 
ent departments of this business, we were making progress 
in all these. In the chemistry, in the making of barrels, 
in the making of tin cans, and in all the little economies 
of the business, we have steadily made progress ; and, as 
that progress has been made, we are enabled to push the 
sale of products more and more, and yet have for our- 
selves a return. And that has been the history, — steady 
reduction of cost of all that goes to make up the aggre- 
gate cost of the oil, and improvement in the quality of the 
oils." Impressive testimony was also borne touching the 
successful efforts of the Standard Oil managers to enlarge 
their market abroad. Probably no business that ever 
existed in this or any other country has made such reso- 
lute, unremitting, and triumphant mercantile campaigns 
in lands foreign to its seat as the Standard Oil Trust. 
The result is one clear proof of the advantage secured by 
carrying on business in this mammoth way. Isolated 
refineries would never have won a hundredth part of this 
foreign trade. And, whatever uneconomic measures the 
Standard may have been guilty of in extending its field 
at home, its victory abroad is mainly due to its commenda- 
ble enterprise. 

But it is clear that each of these trusts has a consider- 
able power to fix its buying and its selling prices arbitra- 
rily, and that all or nearly all have to some extent done 
this. They can compel sales to themselves at the narrow- 
est living profit above cost of production, and can sell at 
prices higher than would have prevailed under free com- 
petition, allowing for such improvements in machinery 
and methods as might reasonably have been expected, had 
competition continued. 

Advocates of the trusts evidently suppose that no ab- 
normal prices are possible in an industry so long as any 
sort of competition prevails. Were the competition other 
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than formal, this would be true ; but, in the case of these 
three trusts, it is formal only. The point deserves special 
attention. It is maintained that the Standard Oil Trust, 
for instance, must have been refining oil at a rate as low 
as could have been afforded under the most favorable 
competitive rSgirne, because there remain active refineries 
not leagued with it. The argument is thought to be re- 
enforced by the observation that the number of outside 
concerns has even increased, perhaps doubled, since the 
trust went into effect. The inference is unwarranted. It 
is not necessary, in order that a great business may put 
a monopoly price upon its goods, that it directly control 
the entire production. Immediate mastery of a decided 
majority is practically the mastery of all. So, in the case 
of steel beams, no new establishment or two will ever 
break present monopoly rates. To effect that, producing 
power would have to be doubled. 

No one will question that the Copper Syndicate has 
enormously raised prices above what competition would 
have made them. Competitively, the metal would be 
selling for ten cents a pound instead of sixteen. Yet the 
Syndicate purchases only about three-fifths of the world's 
entire product. This enables it to dictate prices to con- 
sumers ; and all the producers not in the Syndicate — like 
the Anaconda Company of Montana — secure the advan- 
tage. The Cotton Bagging agreement nearly doubled 
prices, though two mills at least stood aloof. The chief 
witness for this monopoly declared : " I think it gives us 
absolute control of the bagging market. If we said it 
should be twenty-five cents a yard to-morrow, it would be 
twenty-five cents a yard." He seemed to think the rise 
actually decreed to be a trifle, costing the average cotton- 
raiser no more than his tobacco bill for a month, and the 
entire South only the matter of 14,000,000. The outside 
mills shared the plunder. Precisely the same occurs in 
the Oatmeal Millers' Association of Canada, — a ring for 
depressing the price of oats and raising that of meal. It 
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has closed ten mills, paying them from $300 to $800 each 
per annum, or a total of $6,312, for inactivity. The 
Canadian Trust Committee find that the outside mills, 
numbering about twenty-five, are " of such limited capac- 
ity that their influence is not materially felt in the general 
market; but they avail themselves of whatever advan- 
tage the combination gives them to keep up prices." 

The principle here is similar to that of rent. Price- 
fixing by the dearest cost of production is another ana- 
logue. We know that the rates to consumers for sugar 
have not been lowered by the entry of the Hawaiian crop 
into this country duty free, for the simple reason that 
not enough thus comes in to supply the market. So the 
silver dollar continues at gold par, because not sufficient 
silver dollars or certificates circulate to do the country's 
required money work. In substantially the same way, 
unless the small producers, who pretend to compete with 
the trusts, can so enlarge their capacity as to supply the 
market, — of course an impossibility, — it will remain, as 
heretofore, for the trust to say what prices shall be. 

When a commodity is turned out under such condi- 
tions, cost no longer regulates the price. This is done 
quite arbitrarily for a time, the seller's whim being per- 
haps sobered a little by his memory of old competitive 
rates. Slowly caprice gives way to law ; but it is a new 
law, — that of men's need. Prices go higher and higher 
till demand, and hence profit, begins to fall off; and they 
then play about the line of what the market will bear, 
just as they used to about that of cost. The producer 
can be more or less exacting, according to the nature of the 
product. If it is a luxury, the new law may not greatly 
elevate prices above the old notch. If it is a necessity, he 
may bleed people to death. 

Whether or not any one of these combinations has 
exercised this power is another question, though equally 
soluble. Just as we might have expected, almost or quite 
all of them have done so. We have seen this to be 
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true of the Milk Exchange, of the Storage and Envelope 
Companies, and of the Copper and Bagging Syndicates. 
The Canadian " combines " as well, all but one or two, 
proceeded to raise prices as soon as formed. Our Sugar 
Refineries Company did the same. It made sugar con- 
siderably dearer, and that at precisely the season of year 
when the marketing of the Louisiana crop usually renders 
it extraordinarily cheap. Mr. W. P. Willett finds that 
the difference between standard raw sugar and standard 
refined increased from five-eighths of a cent a pound in 
January, 1888, when the trust got full control of the 
market, to one and three-sixteenths cents in January and 
to one and a quarter in February, a change costing the 
country a round million and over each month it was main- 
tained.* The sugar men admitted an advance of half a 
cent a pound in their prices, but sought to excuse it by 
noticing that the London rise had been twice as great. 
Of course this signifies nothing, as the change abroad 
could not have affected cost of refining. 

Concerning the Cotton Oil Trust the case is less clear. 
Since its organization in 1884, crude cotton oil has fallen 
somewhat, while in refined there has been little change. 
This means, if cost of production has been lessened as 
alleged, a decided relative rise. On the other hand, cot- 
ton seed has advanced in price. How much, therefore, 
this Trust gets from customers beyond what competition 
would be taking we will not presume to say. The Whis- 
key Trust, if we accept the figures placed in evidence, has 
even cheapened its product to consumers, besides paying 
for corn a higher price than previously prevailed. 

There is no question that the prices of petroleum have 
fallen since the Standard Trust was launched; and this 
fact has been held by writers of high character, as well as 
by the thoughtless, to justify the Trust's existence and do- 

* The yearly per capita consumption of the United States is 50 lbs. A rise of 
a cent kept up for a year costs us $25,000,000. The refineries not in the trust 
get for their sugar just the same prices as those in it. 
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ings. But it argues nothing, since the prices of commod- 
ities in general, including crude oil, of which the Standard 
produces next to none, have been going down during the 
same period. To make an argument, it would be neces- 
sary to prove the fall greater than it could have been had 
the business remained in the hands of smaller but powerful 
separate corporations competing with one another. This 
cannot be shown. 

The Standard refines and it transports. We are assured 
that it does both at vastly less cost than by previous meth- 
ods. How little it as yet permits the public to share the 
benefit appears from the following table, figured from 
oil statistics submitted to the Congressional committee. 
The reader will please notice particularly the right-hand 
column. 





Average prices per gallon in cents 
and decimals of a cent. 




TEAR. 




Differences in cents 




Crude, at wells. 


Eefined, in N.Y. 


and decimals. 
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5.684 
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1879 
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5.98 



Trust fobmed Januabt, 1882. 
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7.39 
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2.519 


8.02 


5.5 
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1.993 


8.15 


6.156 


1885 


2.106 


7.93 


5.823 


1886 


1.696 


7.07 


5.373 


1887 


1.587 


6.72 


5.133 
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One who remembers that the Trust existed informally 
so early as 1872 will at first incline to credit it with the 
swift fall in the differences between that and 1882. No. 
We have computed these differences back to 1861, and 
also the percentage of decrease or increase in them from 
year to year. The result is as follows : — 

Prom 1861 to 1872, inclusive, — i.e., before any trust whatever 
existed, — the net average annual percentage of decrease in 
the price of refining oil and carrying it to tide water was 10.4332 

Prom 1873 to 1881, inclusive, the Trust's infirm and formative 

period, the figure was 7.3897 

From 1882 to 1887, inclusive, the years of its full maturity and 

vigor, it was 2.2879 

Another indication that the power and income of these 
combinations depend in part upon monopoly is their action 
in limiting production. Each of fchem has at one time or 
another caused establishments to suspend business. Fac- 
tories have been bought for the purpose of being destroyed 
or permanently closed and makers of machinery indispen- 
sable to the best and cheapest production hired not to sell 
outside the ring. This policy is unaccountable except 
upon the theory that the managers dread competition, and 
are determined so far as possible to prevent it. While in 
order to dictate prices it is not necessary for them to have 
driven all opposition from the field, they feel safer the 
more close the approach to such a result. 

November 1, 1887, the Standard Oil authorities made a 
stipulation with the Producers' Protective Association of 
the oil fields, by which five million barrels of oil belonging 
to the Standard were set apart for the benefit of the Asso- 
ciation, upon its engaging to curtail the production of 
crude oil at least 17,500 barrels a day. The paper was 
actually signed by the Standard Oil Company of New 
York ; but the Producers understood, and so testified, that 
they had made it with the Trust.* If at the end of the 
year the production proved to have been lessened by the 

* A most natural confusion. One witness, being asked Mr. Brewster's 
connection with the Standard, said. "I think he is vice-president. I do not 
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aforesaid amount, the Producers were to get all that this 
oil sold for above sixty-two cents a barrel, storage, fire 
losses, and insurance being first subtracted. To make 
good its part of the writing, the Producers' Association 
entered into a covenant with the Well-drillers' Union, 
agreeing to pay them the profits over sixty-two cents a 
barrel on one million barrels of oil and part profits on 
another million, in return for their promise to desist from 
drilling and cleaning wells throughout the oil field, thus 
actually rewarding a very large number of men for lying 
idle. The Drillers called this " earning " the oil. After 
the date of this agreement, the average reduction was 
25,000 barrels a day. Perhaps to the extent of 7,000 
barrels it was due to natural shrinkage, but the rest was in 
consequence of the shut-down. Here you have a deliberate 
conspiracy between two formidable organizations to limit 
the production of crude oil so as to raise its price. In 
great part it succeeded. They hoped to " bull " pipe-line 
certificates to 11.50. These went up to 98 cents and 
$1.00, soon falling back, indeed, to 75 cents, but not to 
their old level. 

This bit of history presents a curious problem. Pipe- 
liners are at this writing (December 11, 1888) worth 90 
cents ; and it is quite likely that, when the present stock 
of oil on hand has been disposed of, the price will, owing 
to decidedly lessened exuberance of the flow from the 
wells, continue considerably higher than it was when the 
contract for closure was concluded. Should this prove to 
be the case, it will appear that the November manoeuvre 
had the effect of steadying prices, anticipating a rise that 
was certain to come anyway, and saving many of the pro- 
ducers from ruin. Fault-finders with the course taken 
will naturally reply that the relief was procured at the 
expense of oil-consumers. Correct ; but, inasmuch as far 

know whether of the big thing or the little thing, hut some of the things. He 
is vice-president of something, — that is what is on his door." 
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the greater part of these live abroad, the operation will 
have to be declared a net gain to the United States at the 
expense of foreigners. Whether, therefore, the compact 
was justifiable or not involves among other questions a 
very interesting point of international ethics. The French 
copper deal raises the same problem. Extortionate as they 
are to American consumers of the metal, the Secr^tan 
contracts, if carried out, bid fair to yield a net increase to 
this nation's wealth. It is not certain, for we do not yet 
know what proportion of our copper can be exported 
under them. 

There is further evidence that the tremendous income 
which holders of Standard Oil certificates have received 
has not all been in any economic sense earned. The 
evidence given and placed before the Congressional com- 
mittee proved to a demonstration that a vast proportion 
of the Standard Oil profits had originated in favors from 
transportation companies. All over the country, during 
many years, until forbidden by the Interstate Commerce 
Act, common carriers, to secure its custom, granted to the 
Standard enormous secret rebates, thus not only enabling 
it to reap phenomenal returns on whatever business it 
might have done competitively, but to break down com- 
petitor after competitor in the struggle, so as to get many 
local markets entirely to itself, charging whatever prices 
it liked. On shipments from Pittsburg to Philadelphia, 
the Standard for a time received the rebate of more than 
half the freight, no matter who was the shipper. That 
these preferentials wrought hardship and were a curse all 
must agree ; yet it is not so easy to say what admitted 
principle of business ethics they traversed. In demand- 
ing them, the Standard was doing only what every house- 
keeper constantly does in dealing with grocers. It used 
no force to extort them : it simply said, " If you do not 
transport for us so and so, we will employ others or else 
build a line of our own." And the carriers on their part 
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did but allow their lusty customer advantages the same in 
nature with those that are continually offered to dealers 
on a large scale. Nothing but the magnitude of these 
makes them seem outrageous. Does any one object to 
the secrecy ? That complaint may be just ; yet few, cer- 
tainly, are the jobbers who do not often give to heavy 
buyers prices which are not to be published. 

Sometimes, beyond question, carriers were justified, from 
a business point of view, in making the figures which are 
complained of. Thus, testimony showed that the Pacific 
railways cut rates to the Standard as they did because, if 
this were refused, the oil would go to the Pacific Coast 
around Cape Horn. The ships bearing it would take 
along much other freight as well, and would also return 
laden with freight. It was an object, therefore, for those 
lines to secure the oil traffic even without money and 
without price. 

But, speaking generally, it is not so. If the readiness 
with which managers of great transportation companies 
hastened to their knees before this mercantile Sesostris, as 
if sovereign of the world, can in most cases be explained 
without reflections upon their integrity, their reputation 
for sagacity must suffer. So suppliant a course was at 
last found to be fatally impolitic for the grantors them- 
selves. In trampling to death his rivals, the Colossus 
ground in pieces many who had been and might have con- 
tinued the railways' best supporters. Then, after they 
had begun slow suicide in the effort to secure the Stand- 
ard's gracious favor, it took from them, wherever pos- 
sible, its own business too, transferring it to its new pipe 
lines. 

Our sources show that the witchery of the Standard Oil 
interest has penetrated even the political world. For 
some years it influenced, not to say dominated, in at least 
one great State, the legislature, executive, and courts. 
Its wiles in that field, described with large detail in the 
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records of the Congressional committee, render very clear 
the political menace resident in these stupendous aggre- 
gations of wealth. Only the Nation's arm can cope with 
them. It is refreshing to turn from the account of Penn- 
sylvania's obsequiousness to that decree of the Interstate 
Commerce Commission which commands that the Louis- 
ville & Nashville Railroad Company " do forthwith cease 
and henceforward abstain from the unjust discrimination 
[in favor of the Standard Oil Company of Kentucky] 
found to exist in its charges for the transportation of 
petroleum oils as between shipments in barrels and in 
tanks, and from making any higher charges by the 100 
pounds for the transportation of the oils in barrels, includ- 
ing the barrels, than it makes or shall make contempo- 
raneously for the transportation of the like weight of the 
oils in tanks." 

Another question, often mooted by the public and made 
very prominent in the Congressional investigation, con- 
cerns the relation of these combinations to our customs 
duties system. With a word hereon, our review shall 
close. A restrictive duty can of course lend no life to 
local monopolies like the Milk Ring and Butchers' Ring, 
mentioned above. As little .does it aid monopolies over 
goods like cotton-seed oil, which practically we alone pro- 
duce. American spirits, also, but for the German export 
bounty on spirits, would command the markets of the 
world. Though there is a duty on petroleum, it can at 
present hardly amount to anything, as foreign producers 
could not yet compete in America with ours, even were 
importation free. But in Europe and Asia the Standard 
is even now in dangerous and growing competition with 
Russian oil-producers. The great Baku wells are at this 
moment the most prolific on earth. Their supply seems 
practically limitless. Within the past few years, the Roth- 
schilds and other large capitalists have invested in the 
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Russian oil-trade ; and, by the aid of American inventions 
and methods for producing, refining, and transporting, 
they are putting upon the world's markets some three 
million barrels of refined oil per annum. It is not as yet 
the equal of American, but is rapidly improving. Here 
and there in the Old World the Standard has already been 
forced to cut prices in order to keep its trade. In time, 
but for our tariff, Muscovite oil might deluge Pennsylva- 
nia itself. No approach to such an event is likely, how- 
ever. The conflict bids fair to issue rather in a world 
trust in oil. 

The Sugar Trust could be crushed by a reduction of 
duties. This, no doubt, so perfect has the art of refining 
become abroad, might ruin our weaker refineries, along 
with the Trust; but at least the Havemeyers and Elder 
Company and Claus Spreckels would remain, being able 
in all likelihood to refine sugar as cheaply as it can be 
done in the world. How long they would be in combin- 
ing, first with each other and then, if necessary, with 
European houses, no one can say. The Bagging-makers' 
monopoly, too, would fall with the tariff, but would with 
absolute certainty rise to life again by coming to an un- 
derstanding with the two combinations, at Dundee and 
Calcutta, which already control the business abroad. The 
Copper Syndicate is entirely independent of the tariff. 
There is good prospect, notwithstanding the many lugu- 
brious prophecies, that it will weather its present ills. 
Its shares, par 500 francs, stood on November 15 at 
947.50, and have since only fallen to 895. It will go to 
pieces, if at all, only because of a little too fierce greed in 
placing its prices high, — a mistake easily corrected when, as 
is certain to occur, the next trial is made. It will then be 
less extortionate, and therefore successful. Whether this 
undertaking succeeds at once, or only after failure, or not 
at all, efforts in imitation of it will unquestionably be put 
forth to secure international concert in every kind of pro- 
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duction native to different lands, those leading the way 
which require great capital, and hence naturally fall to a 
very few establishments each. Steel rails and beams, elec- 
trical apparatus, and all forms of mining Will be the most 
apt to take this course. We, at any rate, look for such a 
development. The industrial march of the time is that 
way. Obstacles decrease year by year as the means of 
communication and transportation improve and multiply, 
and nations are in effect closer to one another to-day than 
our States were thirty years ago. 

It would seem as if the prices of American beef and 
wheat could never be made dependent upon the tariff. 
Yet they may be. The original production of the articles, 
indeed, cannot be brought into few hands so as to be 
monopolized; but their transportation can be. Beef is 
even now at the dictation of four firms, and prices may 
be forced so high that a tariff duty will be needed to pre- 
vent importation. If, then, the people should decline thus 
to protect them, it is at least conceivable that even these 
businesses might pass each into the hands of an interna- 
tional trust. 

It will be noticed that the industries surest to have 
such an evolution are precisely those among which inter- 
national competition now prevails. The meaning of the 
movement would therefore be that the industries pre- 
viously protected by the government were learning to 
protect themselves, thus releasing the State from that task. 
We may consequently expect that the dependence of 
trusts upon tariffs will steadily decrease. Perhaps it is 
to disappear altogether. The interest hitherto centred in 
the tariff question will then go over to that of trusts. 
Those who suppose that trusts, however organized, what- 
ever their field, are as a rule going to tumble of their own 
weight, have not, we believe, duly studied the changed 
conditions under which the most modern industry is car- 
ried on. 

E. Benj. Andrews. 



